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USADB 

FOR NAC AGENCIES 

PASS TREASURY FOR ZINMAN 

E. O. 11652: ADS, DECLAS 2/23/78 

SUBJECT: REVIEW OF ADB FINANCIAL POLICIES 

REE: (A) MANILA 2575, (B) MANILA 1596 

AUSTRALIAN DIRECTOR HAS INDICATED THAT HONG KONG PEREERS 
ELIMINATION OE PREMIUM RATE AND WOULD BE PREPARED TO ACCEPT 
SHORTENED TERMS. HOWEVER, HONG KONG IS OPPOSED TO MAXIMUM 
MATURITY OF 10 YEARS WITH 3-YEAR GRACE PERIOD 
(MENTIONED PARA. 4, REF A). AUSTRALIAN DIRECTOR NOTED 
THAT YHSR LENDING TERMS FOR COUNTRIES WITH 1975 PER CAPITA 
GNP ABOVE $1,075 ARE 15 YEARS WITH 3 YEARS GRACE PERIOD. 

HE IS NOW ATTEMPTING TO SEEK SUPPORT FOR 15 YEARS WITH 
3 YEARS GRACE. BUT THE TWO ARE NOT STRICTLY COMPARABLE 
SINCE ADB FOLLOWS AMORTIZATION PROCEDURE ON ANNUITY BASIS 
(I.E., LEVEL PAYMENTS ON PRINCIPAL AND INTEREST COM- 
BINED) WHILE IBRD HAS SHIETED TO TIGHTER TERMS WITH 
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LEVEL PRINCIPAL REPAYMENTS (WHICH MAKES COMBINED 
PAYMENTS OF INTEREST AND PRINCIPAL HIGHER IN EARLY 
PERIOD OF LOAN AMORTIZATION). 
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